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Navy Ford (CVN-78) Class Aircraft Carrier Program: Background and Issues for Congress

Summary

CVN-78, CVN-79, CVN-80, and CVN-81 are the first four ships in the Navy’s new Gerald R.
Ford (CVN-78) class of nuclear-powered aircraft carriers (CVNs).

CVN-78 (Gerald R. Ford) was procured in FY2008. The Navy’s proposed FY2020 budget
estimates the ship’s procurement cost at $13,084.0 million (i.e., about $13.1 billion) in then-year
dollars. The ship received advance procurement (AP) funding in FY2001-FY2007 and was fully
funded in FY2008-FY2011 using congressionally authorized four-year incremental funding. To
help cover cost growth on the ship, the ship received an additional $1,394.9 million in FY2014-
FY2016 and FY2018 cost-to-complete procurement funding. The ship was delivered to the Navy
on May 31, 2017, and was commissioned into service on July 22, 2017. The Navy is currently
working to complete construction, testing, and certification of the ship’s 11 weapons elevators.

CVN-79 (John F. Kennedy) was procured in FY2013. The Navy’s proposed FY2020 budget
estimates the ship’s procurement cost at $11,327.4 million (i.e., about $11.3 billion) in then-year
dollars. The ship received AP funding in FY2007-FY2012, and was fully funded in FY2013-
FY2018 using congressionally authorized six-year incremental funding. The ship is scheduled for
delivery to the Navy in September 2024.

CVN-80 (Enterprise) and CVN-81 (not yet named) are being procured under a two-ship block
buy contract that was authorized by Section 121(a)(2) of the John S. McCain National Defense
Authorization Act for Fiscal Year 2019 (H.R. 5515/P.L. 115-232 of August 13, 2018). The
provision permitted the Navy to add CVN-81 to the existing contract for building CVN-80 after
the Department of Defense (DOD) made certain certifications to Congress. DOD made the
certifications on December 31, 2018, and the Navy announced the award of the contract on
January 31, 2019. Compared to the estimated procurement costs for CVN-80 and CVN-81 in the
Navy’s FY2019 budget submission, the Navy estimates under its FY2020 budget submission that
the two-ship block buy contract will reduce the cost of CVN-80 by $246.6 million and the cost of
CVN-81 by $2,637.3 million, for a combined reduction of $2,883.9 million (i.e., about $2.9
billion). Using higher estimated baseline costs for CVN-80 and CVN-81 taken from a December
2017 Navy business case analysis, the Navy estimates under its FY2020 budget submission that
the two-ship contract will reduce the cost of CVN-80 by $770.9 million and the cost of CVN-81
by $3,086.3 million, for a combined reduction of $3,857.2 million (i.e., about $3.9 billion).

CVN-80 was procured in FY2018. The Navy’s proposed FY2020 budget estimates the ship’s
procurement cost at $12,335.1 million (i.e., about $12.3 billion) in then-year dollars. The ship
received AP funding in FY2016 and FY2017, and the Navy plans to fully fund the ship in
FY2018-FY2025 using incremental funding authorized by Section 121(c) of P.L.. 115-232. The
Navy’s proposed FY2020 budget requests $1,062.0 million in procurement funding for the ship.
The ship is scheduled for delivery to the Navy in March 2028.

Prior to the awarding of the two-ship block buy contract, CVN-81 was scheduled to be procured
in FY2023. Following the awarding of the two-ship block buy contract, the Navy has chosen to
show CVN-81 in its FY2020 budget submission as a ship to be procured in FY2020 (as opposed
to a ship that was procured in FY2019). The Navy’s FY2020 budget submission estimates the
ship’s procurement cost at $12,450.7 million (i.e., about $12.5 billion) in then-year dollars. The
Navy plans to fully fund the ship beginning in FY2019 and extending beyond FY2026 using
incremental funding authorized by Section 121(c) of P.L. 115-232. The Navy’s proposed FY2020
budget requests $1,285.0 million in procurement funding for the ship. The ship is scheduled for
delivery to the Navy in February 2032.
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The Navy’s FY2020 budget submission proposed to not fund the mid-life nuclear refueling
overhaul (called a Refueling Complex Overhaul, or RCOH) for the aircraft carrier CVN-75
(Harry S. Truman), and to instead retire the ship around FY2024 and also deactivate one of the
Navy’s carrier air wings at about the same time. On April 30, 2019, however, the Administration
announced that it was effectively withdrawing this proposal from the Navy’s FY2020 budget
submission. The Administration now supports funding the CVN-75 RCOH and keeping CVN-75
(and by implication its associated air wing) in service past FY2024.

Oversight issues for Congress for the CVN-78 program include the following:

DOD’s decision to show CVN-81 in its FY2020 budget submission as a ship to
be procured in FY2020, instead of a ship that was procured in FY2019;

the Navy’s decision, as part of its FY2020 budget submission, to not accelerate
the scheduled procurement of CVN-82 from FY2028 to an earlier fiscal year;

whether to approve, reject, or modify the Navy’s FY2020 procurement funding
request for the CVN-78 program;

the date for achieving the Navy’s 12-ship force-level goal for aircraft carriers;

cost growth in the CVN-78 program, Navy efforts to stem that growth, and Navy
efforts to manage costs so as to stay within the program’s cost caps;

Navy efforts to complete the construction, testing, and certification of the
weapons elevators on CVN-78;

additional CVN-78 program issues that were raised in a December 2018 report
from the Department of Defense’s (DOD’s) Director of Operational Test and
Evaluation (DOT&E);

additional CVN-78 program issues that were raised in a May 2019 Government
Accountability Office (GAO) report on DOD weapon systems;

whether the Navy should shift at some point from procuring large-deck, nuclear-
powered carriers like the CVN-78 class to procuring smaller aircraft carriers.
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Introduction

This report provides background information and potential oversight issues for Congress on the
Gerald R. Ford (CVN-78) class aircraft carrier program. The Navy’s proposed FY2019 budget
requests a total of $2,347 million (i.e., about $2.3 billion) in procurement funding for the CVN-78
program. Congress’s decisions on the CVN-78 program could substantially affect Navy
capabilities and funding requirements and the shipbuilding industrial base.

The Navy’s FY2020 budget submission also proposed to not fund the mid-life nuclear refueling
overhaul (called a Refueling Complex Overhaul, or RCOH) for the aircraft carrier CVN-75
(Harry S. Truman), and to instead retire the ship around FY2024 and also deactivate one of the
Navy’s carrier air wings at about the same time. On April 30, 2019, however, the Administration
announced that it was effectively withdrawing this proposal from the Navy’s FY2020 budget
submission. The Administration now supports funding the CVN-75 RCOH and keeping CVN-75
(and by implication its associated air wing) in service past FY2024. For additional discussion of
this withdrawn budget proposal, see Appendix A.

For an overview of the strategic and budgetary context in which the CVN-78 class program and
other Navy shipbuilding programs may be considered, see CRS Report RL32665, Navy Force
Structure and Shipbuilding Plans: Background and Issues for Congress, by Ronald O'Rourke.*

Background

Current Navy Aircraft Carrier Force

The Navy’s current aircraft carrier force consists of 11 nuclear-powered ships,? including 10
Nimitz-class ships (CVNs 68 through 77) that entered service between 1975 and 2009, and one
Gerald R. Ford (CVN-78) class ship that was commissioned into service on July 22, 2017.3

Statutory Requirements for Numbers of Carriers and Carrier Air
Wings

Requirement to Maintain Not Less Than 11 Carriers

10 U.S.C. 8062(b) requires the Navy to maintain a force of not less than 11 operational aircraft
carriers.* The requirement for the Navy to maintain not less than a certain number of operational

! See also CRS Report R43838, A Shift in the International Security Environment: Potential Implications for Defense—
Issues for Congress, by Ronald O'Rourke, and CRS Report R44891, U.S. Role in the World: Background and Issues for
Congress, by Ronald O'Rourke and Michael Moodie.

2 The Navy’s last remaining conventionally powered carrier, Kitty Hawk (CV-63), was decommissioned on January 31,
20009.

3 The commissioning into service of CVN-78 on July 22, 2017, ended a period during which the carrier force had
declined to 10 ships—a period that began on December 1, 2012, with the inactivation of the one-of-a-kind nuclear-
powered aircraft carrier Enterprise (CVN-65), a ship that entered service in 1961.

410 U.S.C. 8062 was previously numbered as 10 U.S.C. 5062. It was renumbered as 10 U.S.C. 8062 by Section 807 of
the John S. McCain National Defense Authorization Act for Fiscal Year 2019 (H.R. 5515/P.L. 115-232 of August 13,
2018), which directed a renumbering of sections and titles of Title 10 relating to the Navy and Marine Corps. (Sections
806 and 808 of P.L. 115-232 directed a similar renumbering of sections and titles relating to the Air Force and Army,
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aircraft carriers was established by Section 126 of the FY2006 National Defense Authorization
Act (H.R. 1815/P.L. 109-163 of January 6, 2006), which set the number at 12 carriers. The
requirement was changed from 12 carriers to 11 carriers by Section 1011(a) of the FY2007 John
Warner National Defense Authorization Act (H.R. 5122/P.L. 109-364 of October 17, 2006).5

Requirement to Maintain a Minimum of Nine Carrier Air Wings

10 U.S.C. 8062(e), which was added by Section 1042 of the FY2017 National Defense
Authorization Act (S. 2943/P.L. 114-328 of December 23, 2016), requires the Navy to maintain a
minimum of nine carrier air wings.®

Navy Force-Level Goal of 12 Carriers

12-Carrier Goal Established December 2016

In December 2016, the Navy released a force-level goal for achieving and maintaining a fleet of
355 ships, including 12 aircraft carriers’—one more than the minimum of 11 carriers required by
10 U.S.C. 8062(b). This was the first Navy force-level goal to call for 12 (rather than 11) carriers
since a 2002-2004 Navy force-level goal for a fleet of 375 ships.®

Planned and Potential Dates for Achieving 12-Carrier Force

Given the time needed to build a carrier and the projected retirement dates of existing carriers,
increasing the carrier force from 11 ships to 12 ships on a sustained basis would take a number of
years:

e Procuring carriers on 3-year centers—that is, procuring one carrier every three
years—would achieve a 12-carrier force on a sustained basis by about 2030,

respectively.)

5 As mentioned in footnote 3, the carrier force dropped from 11 ships to 10 ships between December 1, 2017, when
Enterprise (CVN-65) was inactivated, and July 22, 2017, when CVN-78 was commissioned into service. Anticipating
the gap between the inactivation of CVN-65 and the commissioning of CVN-78, the Navy asked Congress for a
temporary waiver of 10 U.S.C. 8062(b) to accommodate the period between the two events. Section 1023 of the
FY2010 National Defense Authorization Act (H.R. 2647/P.L. 111-84 of October 28, 2009) authorized the waiver,
permitting the Navy to have 10 operational carriers between the inactivation of CVN-65 and the commissioning of
CVN-78.

610 U.S.C. 8062(e) states the following:
The Secretary of the Navy shall ensure that-
(1) the Navy maintains a minimum of 9 carrier air wings until the earlier of-

(A) the date on which additional operationally deployable aircraft carriers can fully support a 101
carrier air wing; or

(B) October 1, 2025;

(2) after the earlier of the two dates referred to in subparagraphs (A) and (B) of paragraph (1), the
Navy maintains a minimum of 10 carrier air wings; and

(3) for each such carrier air wing, the Navy maintains a dedicated and fully staffed headquarters.

" For more on the 355-ship force-level goal, see CRS Report RL32665, Navy Force Structure and Shipbuilding Plans:
Background and Issues for Congress, by Ronald O'Rourke.

8 See the appendix entitled “Earlier Navy Force-Structure Goals Dating Back to 2001” in CRS Report RL32665, Navy
Force Structure and Shipbuilding Plans: Background and Issues for Congress, by Ronald O'Rourke.
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unless the service lives of one or more existing carriers were substantially
extended.

e Procuring carriers on 3.5-year centers (i.e., a combination of 3- and 4-year
centers) would achieve a 12-carrier force on a sustained basis no earlier than
about 2034, unless the service lives of one or more existing carriers were
substantially extended.

e Procuring carriers on 4-year centers would achieve a 12-carrier force on a
sustained basis by about 2063—almost 30 years later than under 3.5-year
centers—unless the service lives of one or more existing carriers were
substantially extended.®

Under the Navy’s FY2020 30-year shipbuilding plan, as under the Navy’s FY2019 30-year
shipbuilding plan, carrier procurement would shift from 5-year centers to 4-year centers after the
procurement of CVN-82 in FY2028, and a 12-carrier force would be achieved on a sustained
basis in the 2060s.

The projected size of the carrier force in the Navy’s FY2020 30-year (FY2020-FY2049)
shipbuilding plan reflected the Navy’s now-withdrawn FY2020 budget proposal to not fund the
RCOH for the aircraft carrier CVN-75 (Harry S. Truman), and to instead retire the ship around
FY2024. With the withdrawal of this budget proposal, the projected size of the carrier force is
now, for the period FY2022-FY2047, one ship higher than what is shown in the Navy’s FY2020
budget submission.

The newly adjusted force-level projection, reflecting the withdrawal of the proposal to retire
CVN-75 around FY2024, is as follows: The force is projected to include 11 ships in FY2020-
FY2021, 12 ships in FY2022-FY2024, 11 ships in FY2025-FY2026, 10 ships in FY2027, 11
ships in FY2028-FY2039, 10 ships in FY2040, 11 ships in FY2041, 10 ships in FY2042-FY2044,
11 ships in FY2045, 10 ships in FY2046-FY2047, 9 ships in FY2048, and 10 ships in FY2049.

Incremental Funding Authority for Aircraft Carriers

Under incremental funding, some of the funding needed to fully fund a ship is provided in one or
more years after the year in which the ship is procured. In recent years, Congress has authorized
DOD to use incremental funding for procuring certain Navy ships, most notably aircraft

carriers:°

e Section 121 of the FY2007 John Warner National Defense Authorization Act
(H.R. 5122/P.L. 109-364 of October 17, 2006) granted the Navy the authority to
use four-year incremental funding for CVNs 78, 79, and 80. Under this authority,
the Navy could fully fund each of these ships over a four-year period that
includes the ship’s year of procurement and three subsequent years.

e Section 124 of the FY2012 National Defense Authorization Act (H.R. 1540/P.L.
112-81 of December 31, 2011) amended Section 121 of P.L. 109-364 to grant the
Navy the authority to use five-year incremental funding for CVNs 78, 79, and 80.

9 Source for 2063 date in relation to four-year centers: Congressional Budget Office (CBO), in a telephone consultation
with CRS on May 18, 2017.

10 For more on full funding and incremental funding, see CRS Report RL31404, Defense Procurement: Full Funding
Policy—Background, Issues, and Options for Congress, by Ronald O'Rourke and Stephen Daggett, and CRS Report
RL32776, Navy Ship Procurement: Alternative Funding Approaches—Background and Options for Congress, by
Ronald O'Rourke.
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Since CVN-78 was fully funded in FY2008-FY2011, the provision in practice
applied to CVNs 79 and 80.

e Section 121 of the FY2013 National Defense Authorization Act (H.R. 4310/P.L.
112-239 of January 2, 2013) amended Section 121 of P.L. 109-364 to grant the
Navy the authority to use six-year incremental funding for CVNs 78, 79, and 80.
Since CVN-78 was fully funded in FY2008-FY2011, the provision in practice
applies to CVNs 79 and 80.

e Section 121(c) of the John S. McCain National Defense Authorization Act for
Fiscal Year 2019 (H.R. 5515/P.L. 115-232 of August 13, 2018) authorized
incremental funding to be used for making payments under the two-ship block
buy contract for the construction of CVN-80 and CVN-81. This provision does
not limit the total number of years across which incremental funding may be used
to procure either ship.

Aircraft Carrier Construction Industrial Base

All U.S. aircraft carriers procured since FY 1958 have been built by Huntington Ingalls
Industries/Newport News Shipbuilding (HII/NNS), of Newport News, VA. HII/NNS is the only
U.S. shipyard that can build large-deck, nuclear-powered aircraft carriers. The aircraft carrier
construction industrial base also includes roughly 2,000 supplier firms in 46 states.™

Gerald R. Ford (CVN-78) Class Program

Overview

The Gerald R. Ford (CVN-78) class carrier design (Figure 1) is the successor to the Nimirz-class
carrier design.!? The Ford-class design uses the basic Nimitz-class hull form but incorporates
several improvements, including features permitting the ship to generate more aircraft sorties per
day, more electrical power for supporting ship systems, and features permitting the ship to be
operated by several hundred fewer sailors than a Nimitz-class ship, reducing 50-year life-cycle
operating and support (O&S) costs for each ship by about $4 billion compared to the Nimitz-class
design, the Navy estimates. Navy plans call for procuring at least four Ford-class carriers—CVN-
78, CVN-79, CVN-80, and CVN-81.

CVN-78 (Gerald R. Ford)

CVN-78, which was named Gerald R. Ford in 2007,% was procured in FY2008. The Navy’s
proposed FY2020 budget estimates the ship’s procurement cost at $13,084.0 million (i.e., about
$13.1 billion) in then-year dollars. The ship received advance procurement (AP) funding in
FY2001-FY2007 and was fully funded in FY2008-FY2011 using congressionally authorized

11 Source for figures of 2,000 supplier firms in 46 states: Jennifer Boykin, president of HII/NNS, as quoted in Marcus
Weisgerber, “US Navy Places First 2-Carrier Order in Three Decades,” Defense One, January 31, 2019.

12 The CVN-78 class was earlier known as the CVN-21 class, which meant nuclear-powered aircraft carrier for the 21
century.

13 81012 of the FY2007 defense authorization act (H.R. 5122/P.L. 109-364 of October 17, 2006) expressed the sense of
Congress that CVN-78 should be named for President Gerald R. Ford. On January 16, 2007, the Navy announced that
CVN-78 would be so named. CVN-78 and other carriers built to the same design are consequently referred to as Ford
(CVN-78) class carriers. For more on Navy ship names, see CRS Report RS22478, Navy Ship Names: Background for
Congress, by Ronald O'Rourke.
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four-year incremental funding. To help cover cost growth on the ship, the ship received an
additional $1,394.9 million in FY2014-FY2016 and FY2018 cost-to-complete procurement
funding. (This $1,394.9 million is included in the above-mentioned estimated procurement cost of
$13,084.0 million.) The ship was delivered to the Navy on May 31, 2017, and was commissioned
into service on July 22, 2017. The Navy is currently working to complete construction, testing,
and certification of the ship’s 11 weapons elevators.

Figure 1. USS Gerald R. Ford (CVN-78)

Source: Navy photograph dated April 8, 2017, accessed October 3, 2017, at http://www.navy.mil/
view_image.asp?id=234835.

CVN-79 (John F. Kennedy)

CVN-79, which was named John F. Kennedy on May 29, 2011,%* was procured in FY2013. The
Navy’s proposed FY2020 budget estimates the ship’s procurement cost at $11,327.4 million (i.e.,
about $11.3 billion) in then-year dollars. The ship received AP funding in FY2007-FY2012, and
was fully funded in FY2013-FY2018 using congressionally authorized six-year incremental
funding. The ship is being built with an improved shipyard fabrication and assembly process that
incorporates lessons learned from the construction of CVN-78. A key aim of this improved
process is to substantially reduce the real (i.e., inflation-adjusted) construction cost of CVN-79
compared to that of CVN-78. CVN-79 is scheduled for delivery to the Navy in September 2024.

14 See “Navy Names Next Aircraft Carrier USS John F. Kennedy,” Navy News Service, May 29, 2011, accessed online
on June 1, 2011, at http://www.navy.mil/search/display.asp?story_id=60686. See also Peter Frost, “U.S. Navy’s Next
Aircraft Carrier Will Be Named After The Late John F. Kennedy,” Newport News Daily Press, May 30, 2011. CVN-79
is the second ship to be named for President John F. Kennedy. The first, CV-67, was the last conventionally powered
carrier procured for the Navy. CV-67 was procured in FY1963, entered service in 1968, and was decommissioned in
2007.
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Two-Ship Block Buy Contract for CVN-80 and CVN-81

CVN-80 (Enterprise) and CVN-81 (not yet named) are being procured under a two-ship block
buy contract that was authorized by Section 121(a)(2) of the John S. McCain National Defense
Authorization Act for Fiscal Year 2019 (H.R. 5515/P.L. 115-232 of August 13, 2018). The
provision permitted the Navy to add CVN-81 to the existing contract for building CVN-80 after
the Department of Defense (DOD) made certain certifications to Congress. DOD made the
certifications on December 31, 2018, and the Navy announced the award of the contract on
January 31, 2019.

Compared to the estimated procurement costs for CVN-80 and CVN-81 in the Navy’s FY2019
budget submission, the Navy estimates under its FY2020 budget submission that the two-ship
block buy contract will reduce the cost of CVN-80 by $246.6 million and the cost of CVN-81 by
$2,637.3 million, for a combined reduction of $2,883.9 million (i.e., about $2.9 billion).* (DOD
characterizes the combined reduction as “nearly $3 billion.”*®) Using higher estimated baseline
costs for CVN-80 and CVN-81 taken from a December 2017 Navy business case analysis, the
Navy estimates under its FY2020 budget submission that the two-ship contract will reduce the
cost of CVN-80 by $770.9 million and the cost of CVN-81 by $3,086.3 million, for a combined
reduction of $3,857.2 million (i.e., about $3.9 billion).}” (DOD characterizes the combined
reduction as $4 billion.)'® These figures are all expressed in then-year dollars, meaning dollars
that are not adjusted for inflation.

Regarding the difference between a savings of about $2.9 billion from the figures in the Navy’s
FY2019 budget submission and a savings of about $3.9 billion from the December 2017 Navy
business case analysis, a February 5, 2019, press report quoted a Navy spokesman as stating that
the Navy’s FY2019 budget submission “already accounted for at least $1B [$1 billion] of
potential savings, a two-CVN buy would save an additional $3B [$3 billion].”*® This suggests
that the Navy, in preparing its FY2019 budget submission, may have anticipated that it would
receive from Congress authority for implementing some kind of combined purchase (such as,
perhaps, a combined purchase of materials) for CVN-80 and CVN-81.

For additional background information on the two-ship block buy contract, see Appendix B.

CVN-80 (Enterprise)

CVN-80, which was named Enterprise on December 1, 2012,%° was procured in FY2018. The
Navy’s proposed FY2020 budget estimates the ship’s procurement cost at $12,335.1 million (i.e.,

15 Source: CRS calculation based on costs for single-ship purchases as presented in Navy’s FY2019 budget submission
and costs for two-ship purchase as presented in the Navy’s FY2020 budget submission.

16 Department of Defense, FORD Class Aircraft Carrier Certification, CVN 80 and CVN 81 Two Ship Procurement
Authority, as Required by Section 121(b) of the John S. McCain National Defense Authorization Act for Fiscal Year
2019 (P.L. 115-232), November 2018, p. 4.

17 Source: CRS calculation based on costs for single-ship purchases as presented in Department of Defense, FORD
Class Aircraft Carrier Certification, CVN 80 and CVN 81 Two Ship Procurement Authority, as Required by Section
121(b) of the John S. McCain National Defense Authorization Act for Fiscal Year 2019 (P.L. 115-232), November
2018, p. 4 (Table 1), and costs for two-ship purchase as presented in the Navy’s FY2020 budget submission.

18 Department of Defense, FORD Class Aircraft Carrier Certification, CVN 80 and CVN 81 Two Ship Procurement
Authority, as Required by Section 121(b) of the John S. McCain National Defense Authorization Act for Fiscal Year
2019 (P.L. 115-232), November 2018, p. 9.

19 Justin Katz, “CAPE Estimates Navy’s Two-Ship Buy Will Save $3.1B—$900 Million Less Than Service
Projections,” InsideDefense.com, February 5, 2019 (subscription required).

20 The Navy made the announcement of CVN-80’s name on the same day that it deactivated the 51-year-old aircraft
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about $12.3 billion) in then-year dollars. The ship received AP funding in FY2016 and FY2017,
and the Navy plans to fully fund the ship in FY2018-FY2025 using incremental funding
authorized by Section 121(c) of P.L.. 115-232. The Navy’s proposed FY2020 budget requests
$1,062.0 million in procurement funding for the ship. The ship is scheduled for delivery to the
Navy in March 2028.

CVN-81 (Not Yet Named)

Prior to the awarding of the two-ship block buy contract, CVN-81, which has not yet been named,
was scheduled to be procured in FY2023. Following the awarding of the two-ship block buy
contract, the Navy has chosen to show CVN-81 in its FY2020 budget submission as a ship to be
procured in FY2020 (as opposed to a ship that was procured in FY2019). The Navy’s FY2020
budget submission estimates the ship’s procurement cost at $12,450.7 million (i.e., about $12.5
billion) in then-year dollars. The Navy plans to fully fund the ship beginning in FY2019 and
extending beyond FY2026 using incremental funding authorized by Section 121(c) of P.L. 115-
232. The Navy’s proposed FY2020 budget requests $1,285.0 million in procurement funding for
the ship. The ship is scheduled for delivery to the Navy in February 2032.

Program Procurement Funding

Table 1 shows procurement funding for CVNs 78, 79, 80, and 81 through FY2026+ (meaning
FY2026 and some number of years after FY2026).

carrier CVN-65, also named Enterprise. (“Enterprise, Navy’s First Nuclear-Powered Aircraft Carrier, Inactivated,”
Navy News Service, December 1, 2012; Hugh Lessig, “Navy Retires One Enterprise, Will Welcome Another,” Newport
News Daily Press, December 2, 2012.) CVN-65 was the eighth Navy ship named Enterprise; CVN-80 is to be the
ninth.
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Table |. Procurement Funding for CVNs 78,79, 80,and 81 Through FY2026+

(Millions of then-year dollars, rounded to nearest tenth)

FY CVN-78 CVN-79 CVN-80 CVN-81 Total

FYOI 21.7 (AP) 0 0 0 21.7

FY02 135.3 (AP) 0 0 0 135.3

FY03 395.5 (AP) 0 0 0 3955

FY04 1,162.9 (AP) 0 0 0 1,162.9

FYO05 623.1 (AP) 0 0 0 623.1

FY06 618.9 (AP) 0 0 0 6189

FYo7 735.8 (AP) 52.8 (AP) 0 0 788.6

FY08 2,685.0 (FF) 123.5 (AP) 0 0 2,808.5

FY09 2,684.6 (FF)  1,210.6 (AP) 0 0 3,895.2

FY10 851.3 (FF) 482.9 (AP) 0 0 1,334.2

FYI I 1,7752 (FF)  902.5 (AP) 0 0 26777

FY12 0 554.8 (AP) 0 0 554.8

FYI3 0 491.0 (FF) 0 0 491.0

FY14 588.1 (CC) 917.6 (FF) 0 0 1,505.7

FY15 663.0 (CC) 11,2194 (FF) 0 0 1,882.4

FY16 123.8 (CC)  1,569.5 (FF) 862.4 (AP) 0 2,555.7

FY17 0 1,241.8(FF)  1,370.8 (AP) 0 2,612.6

FY18 20.0 (CC)  2,561.1 (FF) 1,569.6 (FF) 0 4,150.7

FY19 0 0 9552 (FF)  618.0 (FF) 1,573.2

FY20 (requested) 0 0 1,062.0 (FF) 1,285.0 (FF) 2,347.0
FY21 (programmed) 0 0 1,079.7 (FF) 1,565.0 (FF) 2,644.7
FY22 (programmed) 0 0 1,016.6 (FF) 1,307.0 (FF) 2,323.6
FY23 (programmed) 0 0 1,169.0 (FF) 760.0 (FF) 1,929.0
FY24 (programmed) 0 0 1,051.0 (FF) 667.0 (FF) 1,718.0
FY25 (projected) 0 0 2,198.8 (FF) 696.0 (FF) 2,894.8
FY26+ (projected) 0 0 0 55527 (FF) 5,552.7
Total 13,084.0 11,327.4 12,335.1 12,450.7  49,197.2

Source: Table prepared by CRS based on Navy’s FY2020 budget submission and (for CVN-78 funding figures
for FY2010 and FY201 I) Navy Office of Legislative Affairs email to CRS dated March 20, 2019, regarding an
additional $120 million in reprogrammed funding—$57.3 million in FY2010 and $62.7 million in FY201 |—for
CVN-78.

Notes: Figures may not add due to rounding. “AP” is advance procurement funding; “FF” is full funding; “CC” is
cost to complete funding (i.e., funding to cover cost growth), which is sometimes abbreviated in Navy documents
as CTC. FY2026+ means FY2026 and some number of years after FY2026.

Program Procurement Cost Cap
Congress has established procurement cost caps for CVN-78 class aircraft carriers:

e Section 122 of the FY2007 John Warner National Defense Authorization Act
(H.R. 5122/P.L. 109-364 of October 17, 2006) established a procurement cost cap
for CVN-78 of $10.5 billion, plus adjustments for inflation and other factors, and
a procurement cost cap for subsequent Ford-class carriers of $8.1 billion each,
plus adjustments for inflation and other factors. The conference report (H.Rept.
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109-702 of September 29, 2006) on P.L. 109-364 discusses Section 122 on pages
551-552.

e Section 121 of the FY2014 National Defense Authorization Act (H.R. 3304/P.L.
113-66 of December 26, 2013) amended the procurement cost cap for the CVN-
78 program to provide a revised cap of $12,887.0 million for CVN-78 and a
revised cap of $11,498.0 million for each follow-on ship in the program, plus
adjustments for inflation and other factors (including an additional factor not
included in original cost cap).

e Section 122 of the FY2016 National Defense Authorization Act (S. 1356/P.L.
114-92 of November 25, 2015) further amended the cost cap for the CVN-78
program to provide a revised cap of $11,398.0 million for each follow-on ship in
the program, plus adjustment for inflation and other factors, and with a new
provision stating that, if during construction of CVN-79, the Chief of Naval
Operations determines that measures required to complete the ship within the
revised cost cap shall result in an unacceptable reduction to the ship’s operational
capability, the Secretary of the Navy may increase the CVN-79 cost cap by up to
$100 million (i.e., to $11.498 billion). If such an action is taken, the Navy is to
adhere to the notification requirements specified in the cost cap legislation.

e Section 121(a) of the FY2018 National Defense Authorization Act (H.R.
2810/P.L. 115-91 of December 12, 2017) further amended the cost cap for the
CVN-78 program to provide a revised cap of $12,568.0 million for CVN-80 and
subsequent ships in the program, plus adjustment for inflation and other factors.
(The cap for CVN-79 was kept at $11,398.0 million, plus adjustment for inflation
and other factors.) The provision also amended the basis for adjusting the caps
for inflation, and excluded certain costs from being counted against the caps.

In an August 2, 2017, letter to the congressional defense committees, then-Acting Secretary of the
Navy Sean Stackley notified the committees that under subsection (b)(7) of Section 122 of P.L.
114-92 as amended by Section 121 of P.L. 113-66—a subsection allowing increases to the cost
cap for CVN-78 for “the amounts of increases or decreases in costs of that ship that are
attributable solely to an urgent and unforeseen requirement identified as a result of the shipboard
test program”—he had increased the cost cap for CVN-78 by $20 million, to $12,907.0 million.

In a May 8, 2018, letter to the congressional defense committees, Secretary of the Navy Richard
Spencer notified the committees that under subsections (b)(6) and (b)(7) of Section 122 of P.L.
114-92 as amended by Section 121 of P.L. 113-66—subsections allowing increases to the cost cap
for CVN-78 for “the amounts of increases or decreases to cost required to correct deficiencies
that may affect the safety of the ship and personnel or otherwise preclude the ship from safe
operation and crew certification” and for “the amounts of increases or decreases in costs of CVN
78 that are attributable solely to an urgent and unforeseen requirement identified as a result of the
shipboard test program,” respectively—he had increased the cost cap for CVN-78 by $120
million, to $13,027 million.?

Changes in Estimated Unit Procurement Costs Since FY2008 Budget

Table 2 shows changes in the estimated procurement costs of CVNs 78, 79, 80, and 81 since the
budget submission for FY2008—the year of procurement for CVN-78.

2L A copy of the May 8, 2018, letter was provided to CRS and CBO by the Navy Office of Legislative Affairs on July
19, 2018.
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Table 2. Changes in Estimated Procurement Costs of CVNs 78,79, 80, and 81
(As shown in FY2008-FY2020 budgets, in millions of then-year dollars)

Budget CVN-78 CVN-79 CVN-80 CVN-8I
Est. Est. Est. Schedule Est.
proc. Scheduled proc. Scheduled proc. d FY of proc. Scheduled
cost FY of proc. cost FY of proc. cost proc. cost FY of proc.
FYo8 10,488.9 FYo8 9,192.0 FY12 10,716.8 FYlé n/a FY2l
FY09 10,457.9 FYo8 9,191.6 FY12 10,716.8 FYlé n/a FY2l
FY10 10,845.8 FYo8 n/a FYI3 n/a FY18 n/a FY23
FY11 11,531.0 FYo8 10,413.1 FYI3 13,577.0 FY18 n/a FY23
FY12 11,531.0 FYo8 10,253.0 FYI3 13,494.9 FY18 n/a FY23
FY13 12,323.2 FYo8 11,411.0 FYI3 13,874.2 FY18 n/a FY23
FY14 12,829.3 FYo8 11,338.4 FYI3 13,874.2 FY18 n/a FY23
FYIS5 12,887.2 FYos 11,498.0 FY13 13,874.2 FY18 nla FY23
FYlé 12,887.0 FYos 11,347.6 FY13 13,472.0 FY18 nla FY23
FY17 12,887.0 FYo8 11,398.0 FY13 12,900.0 FY18 nla FY23
FY18 12,907.0 FYo8 11,377.4 FYI3 12,997.6 FY18 nla FY23
FY19 12,964.0 FYo8 11,341.4 FYI3 12,601.7 FY18 15,088.0 FY23
FY2020 $13,084.0 FYo8 11,327.4 FYI3 12,335.1 FY18 12,450.7 FY20
Annual % change
FY08 to FY09 -0.3 0% 0% n/a
FY09 to FY10 +3.7 nla n/a n/a
FY10 to FY11 +6.3 nla n/a n/a
FY11 to FYI2 0% -1.5% -0.1% n/a
FY12 to FY13 +6.9% +11.3% +2.8% n/a
FY13 to FY14 +4.1% -0.6% 0% n/a
FY14 to FYI5 +0.5% +1.4% 0% n/a
FY15to FY16 0% -1.3% -2.9% n/a
FY16 to FY17 0% +0.4% -4.2% n/a
FY17 to FY18 +0.2% -0.2% +0.7% n/a
FY18 to FY19 +0.4% -0.3% -3.0% n/a
FY19 to FY20 +0.9% -0.1% -2.1% -17.5%
Cumulative % change through FY20
Since FY08 +24.7% +23.2% +15.1% n/a
(CVN-78 year
of proc.)
Since FYI3 +6.2% -0.7% -11.1% n/a
(CVN-79 year
of proc.)
Since FYI8 +1.4% -0.4% -3.0% n/a
(CVN-80 year
of proc.)

Source: Table prepared by CRS based on FY2008-FY2020 Navy budget submissions. n/a means not available.

Notes: The FY2010 budget submission did not show estimated procurement costs or scheduled years of
procurement for CVNs 79 and 80. The scheduled years of procurement for CVNs 79 and 80 shown here for the
FY2010 budget submission are inferred from the shift to five-year intervals for procuring carriers that was
announced by Secretary of Defense Gates in his April 6, 2009, news conference regarding recommendations for

the FY2010 defense budget.
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Withdrawn Proposal to Not Fund CVN-75 RCOH

The Navy’s FY2020 budget submission proposed to not fund the mid-life nuclear refueling
overhaul (called a Refueling Complex Overhaul, or RCOH) for the aircraft carrier CVN-75
(Harry S. Truman), and to instead retire the ship around FY2024 and also deactivate one of the
Navy’s carrier air wings at about the same time. On April 30, 2019, however, the Administration
announced that it was effectively withdrawing this proposal from the Navy’s FY2020 budget
submission. The Administration now supports funding the CVN-75 RCOH and keeping CVN-75
(and by implication its associated air wing) in service past FY2024. For additional discussion of
this withdrawn budget proposal, see Appendix A.

Issues for Congress for FY2020

Navy Decision to Show CVN-81 as a Ship to Be Procured in FY2020

One issue for Congress concerns DOD’s decision to show CVN-81 in its FY2020 budget
submission as a ship to be procured in FY2020, instead of a ship that was procured in FY2019.
Grounds for showing CVN-81 as a ship that was procured in FY2019 would include the
following:

o  Within Section 121 of the John S. McCain National Defense Authorization Act
for Fiscal Year 2019 (H.R. 5515/P.L. 115-232 of August 13, 2018)—the provision
that authorized the two-ship block buy contract for CVN-80 and CVN-81—
subsection (a)(1) specifically authorizes a contract for the procurement of CVN-
81 “beginning with the fiscal year 2019 program year.” The header for
subsection (a)(1) is “Procurement Authorized.”

o Consistent with Section 121(a)(1), the funding table for the Navy’s shipbuilding
account in the conference report (H.Rept. 115-874 of July 25, 2018) on H.R.
5515 shows a quantity of “1” in line 002 of the FY2019 SCN (Shipbuilding and
Conversion, Navy) appropriation account. Line 002 is the line item for
procurement (not advance procurement [AP]) funding for the CVN-78 program.
A notation in the table for line 002 states that the procurement funding authorized
for this line item is for “Authorize CVN81—One ship.”?? The funding table does
not authorize any funding for line 003 of the FY2019 SCN account—the line
item for AP funding for the CVN-78 program. (AP funding is funding for the
procurement of a ship to be procured in a future fiscal year.)

o Consistent with the two above points, the paragraph in the FY2019 DOD
appropriations act (Division A of H.R. 6157/P.L. 115-245 of September 28, 2018)
that makes appropriations for the SCN account makes procurement (not AP)
appropriations for the CVN-78 program. This paragraph also states that “the
funds made available by this Act for the Carrier Replacement Program (CVN-80)
may be available to modify or enter into a new contract for the procurement of a
Ford-class aircraft carrier designated CVN-81 pursuant to section 121 of the
John S. McCain National Defense Authorization Act for Fiscal Year 2019.”

o Consistent with this bill language, the funding table for the SCN account in the
joint explanatory statement for H.R. 6157 shows that this funding was provided

22 H Rept. 115-874, p. 1164.
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for line 2 of the FY2019 SCN account (CVN-78 program procurement funding),
not line 3 of the FY2019 SCN account (CVN-78 program AP funding).?®

e Consistent with all of the above points (and as reflected in Table 1 of this CRS
report), the Navy’s FY2020 budget submission shows the $618 million in
FY2019 funding for CVN-81 as full funding (meaning funding for a procured
ship), rather than AP funding (meaning funding for a ship to be procured in a
future fiscal year).?

DOD’s decision to show CVN-81 in its FY2020 budget submission as a ship to be procured in
FY2020, instead of a ship that was procured in FY2019, affects the comparison of numbers of
ships procured in FY2019 and FY2020. If DOD had decided to show CVN-81 in its FY2020
budget submission as a ship that was procured in FY2019, then the total number of ships
procured in FY2019 would be 14, and the total number requested for FY2020 would be 11—3
ships, or 21%, fewer than the FY2019 total of 14. Showing CVN-81 in the FY2020 budget
submission as an FY2020 ship changes the FY2019 and FY2020 totals to 13 ships and 12 ships,
respectively, making number FY2020 closer to the FY2019 number.

DOD’s decision to show CVN-81 in its FY2020 budget submission as a ship to be procured in
FY2020, instead of a ship that was procured in FY2019, also affects the aircraft carrier
procurement profile shown in the Navy’s FY2020 30-year (FY2020-FY2049) 30-year
shipbuilding plan. If DOD had decided to show CVN-81 in its FY2020 budget submission as a
ship that was procured in FY2019, the ship-procurement table in the 30-year plan would show the
procurement of no carriers for the first eight years (FY2020-FY2027) of the 30-year period.
Showing CVN-81 in the FY2020 budget submission as an FY2020 ship changes the presentation
to show the procurement of an aircraft carrier in the first year of the 30-year period.

Potential oversight questions for Con